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SUMMARY 


Norwegian economic policy currently calls for the public to 

renounce further increases in real disposable income for the next 
couple of years. Various credit restrictions have been introduced 
during the spring months, including a severe tightening up of instal- 
ment credit terms, and some retrenchment in consumer demand is already 
noticeable. The spring wage/income settlement resulted in minimal pay 
raises which -- coupled with continued strict price control -- slowly 
ease the upward pressure on prices. However, manufacturing production 
is declining, as is capital spending, mainly because of the near 
completion of off-shore petroleum projects, the Rafnes petrochemical 
complex and reduced deliveries of new merchant ships. Indications 

are that with reduced imports and rising exports of off-shore petroleum, 
Norway's deficit on current account will be smaller this year than 
anticipated. 


Even though investments are trending down (and capital goods loom large in 
US exports to Norway), the most recent trade data indicate continued 
Norwegian interest in US products. Investments in oil field development 
continues to be of importance, including maintenance and upgrading of 


facilities at fields already in production. Norwegian content should be 
emphasized if maximum advantage is to be taken of these opportunities. 





NORWAY - KEY ECONOMIC INDICATORS 


All values in U.S. $ million and represent 
period averages unless otherwise indicated. 


Exchange Rate: Estimate 


U.S. $1.00 = NKr.5.30 % Change 1978 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 32,228 35,750 10. 
GNP at Constant (1977) Prices 34, 342 35,750 4, 
Per Capita GNP, Current Prices 7,997 8,835 10. 
Plant & Equipment Investment 6,969 8,116 16. 
Personal Income 23,142 25,454 10. 
Indices: 

Industrial Production (1970=100) 137 138 0. 

Av. Industrial Wage (1974=100) 139 155 11. 
Labor Force (thousand) 1,574 1,603 l. 
Av. Unemployment Rate (%) 1.2 1.0 -16. 


Noun U1 U1 U1 -3 


MONEY AND PRICES 


Money Supply 8,266 9,415 ° N/A 
Bank of Norway discount rate (4%) 6 7 ‘ 7 
Consumer Prices (1974=100) 121.9 133.0 ‘ 145.3 
Wholesale Price (1961=100) 207 220 ‘ N/A 
Retail Sales (1973=100) 116 133 . N/A 


BALANCE OF PAYMENTS AND TRADE 


1,714e8 
4,238 
252 
-3,925 
-2,297 
8,755 
N/A 


Net Gold & For. Exch. Reserves * 1,794 1,682 
External Public Debt * 1,804 2,917 
Annual Debt Service 129 166 
Balance of Payment -3, 883 -4,957 
Balance of Trade -3,107 3,813 
Exports, FOB 7,113 7,468 

U.S. Share (%) 5.4 4.9 
Imports, CIF ex. ships 11,37 12,812 

U.S. Share (%) 6.5 6.2 
Main Imports from U.S. 

January-March 1978 
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Machinery & Transp. Equipment 
Soybeans 

Grains 

Petroleum & Coal 

Chemicals 

Fruit & Vegetables 

Scientific & Techn. Instruments 


— 
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# End of period figures 
## End of February figures 


Source: Central Bureau of Statistics. 





I. CURRENT ECONOMIC SITUATION AND TRENDS 


Government Advises Norwegian Public To Take Economic Breather 


After more than three decades of almost uninterrupted growth in income 
and demand the Norwegian public has now been advised by its government 
to take a breather and renounce further raises in real disposable 
income for the next couple of years. The main reason for this policy 
change is that wage increases of recent years have strongly impaired 
the competitiveness of Norway's goods and services at home and abroad. 
The expansive economic policy of recent years has also resulted in 
demand and cost pressures in several areas of the economy, and in 
excessive imports of consumer goods, financed to a considerable and 
increasing extent by borrowing abroad. Moreover, Norway's balance 

of payments, once expected to revert to a surplus position by 1979 
now seems likely to stay in the red well into the 1980's. 


The new economic policy stance -- presented in the government's 

Revised Long Term Program 1978-81 -- acknowledges that the Government's 
countercyclical economic policy pursued since 1974 has been based on 
assumptions that have failed to materialize. Production, employment 
and demand kept well up throughout the international recession, but 

the international economic upturn of 1976/77 was much less pronounced 
than expected and did not result in any material rise in foreign demand 


for Norway's traditional export products and services (ferroalloys, 
metals, chemicals, shipping services). In addition, income from North 
Sea petroleum has proved slower to arrive and is likely to bring a 
lower net contribution to the economy than previously expected. 


The government intends to restore balance primarily by curbing growth in 
private consumption. Public sector consumption and investment will be cut 
back less drastically - to annual growths of 3%-4% which compares with 
earlier targets of 4.8% for public consumption and 5.4% for investment. 


Already, the upward pressure on prices appears to have abated in recent 
months. In the one year period ending May 15 the consumer price index 

rose 7.7%, compared with 8.9% one year earlier. Part of the credit for 
this development goes to the price freeze introduced in connection with 
the February devaluation. The freeze will be replaced shortly by more 

flexible, but still very strict, price controls. 


Some Retrenchment in Consumer Demand Noticeable 


Both private and public consumption have been rising rapidly during 

the last few years. In 1975-77 private consumption rose 6% annually 
while public consumption recorded an average rise of 6.3%. Since total 
GDP rose only 4.6% on the average, consumption increased from 71% of 

GDP in 1975 to 75% in 1977. Consumer demand, which began showing slower 
growth toward the end of 1977, actually declined by 2.5% in real terms 

in the first quarter of the current year according to seasonally adjusted 
retail trade figures. Automobile sales in particular fell by over 40% in 
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the first four months, reflecting the government's tightening up 
of installment credit terms. Automobile importers expect a halving 
of the the 1977 sales of 148,700 passenger cars if the current 
credit conditions are maintained. Sales of furniture, textiles, 
and clothing also fell in the first quarter. 


Income Settlements Keep Tight Rein 


In the two-year wage/income settlements governing the majority 

of Norway's wage earners, farmers, and fishermen, the government's 
advice concerning little or no growth in real disposable incomes 

has largely been followed. The wage rise for factory workers -- 
normally a pace setter for pay settlements of other income groups -- 
is expected to amount to about 8% on the average for 1978. Less 

than two percentage points of this was awarded in the arbitrated 
decision, while the remaining six percentage points are expected 

to be represented by wage raises negotiated in 1977 and by wage 
drift (locally negotiated wage increases) during the current year. 


Whether the 8% wage ceiling for industrial workers will be held, 
depends on the wage drift which in turn depends on the pressures 

in the labor market. But the trend already points in the right 
direction: industrial wages rose only 8.2% on the average in 1977 -- 
the lowest annual rise recorded since the beginning of the 1970's. 
The consumer price index rose 9.1% during the same year. 


The labor market has become less tight during the last few months. 
Unemployment, although still low (about 1% of the labor force are 
registered unemployed), has shown an underlying upward trend since 
the beginning of the year and the number of vacancies is declining. 
Additional redundancies are foreseen particularly as an outcome 

of efforts to restructure the shipbuilding industry. 


Production in Manufacturing on Falling Trend 


In the last quarter of 1977 production in manufacturing was at the 
level of the same quarter in 1974. According to an official of 

the Norwegian Federation of Industries it is doubtful whether 1978 
will bring an upturn. He assumes that, in spite of government curbs 
on private consumer demand, production of consumer goods will probably 
continue to expand. However, the traditional export industries will 
continue to face marketing difficulties in the months ahead and it 

is doubtful whether their production will increase in 1978. 


Furthermore, seasonally adjusted data for January-April show that 
total production in manufacturing, mining, and electric power supply 
have already decreased 0.8%. Manufacturing alone registered a decline 
of 1.4% and production of export goods fell 2.2%. Order statistics, 
however, indicate that demand from abroad picked up somewhat in 

the first quarter of 1978. Domestic demand for investment goods 
appears to have remained about constant during the winter months. 

As far as consumer demand for domestic textiles and clothing goods is 
concerned, order statistics indicate a drop during the first quarter. 
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Investment Rate Shrinks 


Capital spending, which normally accounts for a very high rate of 
Norway's GDP, rose 22.5% in real terms from 1974 to 1976. Nearly 
60% of the rise was accounted for by off-shore petroleum and 
shipping including oil drilling rigs. In 1977, however, total 
private and public investment rose only 1% as two of the three 
major North Sea projects (Ekofisk and Frigg, including pipelines) 
neared completion at the same time as investments in shipping 
were drastically reduced. Capital spending in manufacturing increased 
15%, mainly because of investments in the nearly-completed Rafnes 
petrochemical complex, but investments in steel and ferroalloys 
declined, engineering industry capital spending increased only 
marginally, and activity in the housing sector fell off. 


The outlook is for even less investment in 1978. Profits increased in 
some industries in 1977, particularly for consumer industries directed 
mainly toward the domestic market. There is, however, much idle 
capacity and total demand for important products is still far below 
normal. It is too early to assess the impact of a recent two-stage 
reduction of the investment tax for capital spending in manufacturing 
and mining from 13% to 5%, but the latest investment survey indicates 
small increases in investments in 1978 in most sectors of manufacturing. 
Investments in oil and shipping, on the other hand, are expected to 
fall further and aggregate investments are expected to be about 13% 
less than in 1977. 


Encouraging First Quarter Balance of Payments 


It is a major government objective to curb import demand as one 
means of reducing the deficit on the current account of the balance 
of payments. Trade data for the first four months of the year 

are encouraging in this respect in that the $ 3.7 billion worth 

of imports was only 1.9% higher than one year earlier. In the 

Same period, the value of exports, excluding ships and drilling 
rigs, rose 3.7% to $ 2.5 billion, and export of new-buildings 

and second-hand ships increased 47% to $ 414 million. 


Largely as a result of these developments, the first quarter 
deficit on current account was, at $858 million, 30% lower than 
the January-March 1977 deficit. If the deficit remains at the 
first quarter level, the whole year deficit will be somewhat 
lower than the $ 3.9 billion projected by the government. 


One welcome and important result of a reduced current account 
deficit will be lower borrowing requirements, a matter of some 
interest. In 1977, borrowing abroad equalled no less 

than 14% of the gross domestic product (GDP) for the year -- a 
record rate for an OECD country -- and net foreign 

debt had quadrupled in only four years to $ 15.5 billion. 
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It is too early to judge to what extent the higher export values 

in 1978 signal a general upturn. Part of the increase could be 

due to last year's devaluations, and the 8% devaluation in February 
should reinforce their effect. 


It is evident that the net increase in the January-April export 
value was contributed by North Sea oil and gas. Fish product 
exports and exports of some machinery also showed healthy value 
increases, but exports of pulp and paper, iron and steel, 
telecommunications equipment and general industry machinery 
recorded decreases between 5% (paper and board) and 18%-19% 
(general industry machinery). 


In 1977 the most significant development relating to the balance 
of payments appears to have been a nearly 5% volume drop in the 
exports of traditional commodities (ships, drilling platforms and 
crude oil excluded), compared with an 11.5% rise in 1976. The 
fall in exports was particularly pronounced toward the end of last 
year. Thus, in the fourth quarter the seasonally corrected export 
volume index was 9% lower than one year earlier. 


Weak economic growth by Norway's principal trading partners explains 
only part of the decrease in 1977 exports. Those countries recorded 
increases of 3%-4% in their total imports, which suggests a Norwegian 
loss of market shares of 8%-9%. According to an official study, 


about one-third of the decrease in market shares was attributable 

to the composition of Norway's exports, e.g. reduced exports of ferro- 
alloys because of low levels of steel production abroad, representing 
a loss which is most likely of a temporary nature. The bulk of the 
reduction in market shares must, therefore, be ascribed to other 
factors and particularly to the estimated 30% deterioration of 
Norway's international competitiveness. 
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IMPLICATIONS FOR THE UNITED STATES 


Since so much of American exports to Norway consists of capital 
equipment, the guarded investment intentions of Norwegian manu- 
facturers would seem to pose problems for American sales. However, 
a comparison of 1977 and 1978 January-April trade figures shows that 
while Norway's total imports were almost 3% less in the 1978 period, 
imports of U.S. machinery (except transportation goods) were 8% 
greater. The machinery category includes data processing systems, 
telecommunications equipment, scientific instruments, process control 
devices, machine tools, and the like, so the 8% growth suggests 
continuing interest in American high-technology products required 

by Norway's overriding need to cut labor costs. 


To achieve overdue economic restructuring, the government is encouraging 
mergers and closer cooperation and rationalization in such industries 

as electronics and paper production. Considerable attention is being 
given to areas such as shipbuilding, where economic prospects are 
poorest. European competition will be strong, but American suppliers 
should be able to provide much of the equipment and engineering for 

new industry and for streamlining the factories of manufacturers who 
must reduce labor costs. 


Investment in oil field development continues to be of great importance 
with work underway on Statfjord A and the Valhall/Hod field, and main- 
tenance and upgrading of facilities of the Frigg and Ekofisk fields. 


Building and equipping Statfjord B will be a billion dollar project. 
Exploration in newly licensed North Sea blocks may lead to further 
projects. 


Present partnerships of American and Norwegian companies in oil field 
development set examples which other American companies might well 
observe, if they wish to start up in Norway. Government policy encou- 
rages such partnerships to broaden the nation's industrial competence 
and to strengthen Norwegian companies. 


Norwegian government policy calls for Norwegian industry to provide 

at least 60 percent of the goods and services supplied to the off-shore 
oil activity on the Norwegian shelf and requires that Norwegian goods 
and services be used where price, quality and delivery time are compe- 
titive. Increased unemployment will lead to greater "buy-Norwegian" 
pressure. Some American companies are protecting their position, however, 
by licensing their products for manufacture in Norway. Another approach, 
in bidding to supply products and services to operations in which the 
government has an interest, might be to submit bids with options -- one 
option minimizing costs, another option maximizing the use of Norwegian 
labor and materials, and possibly other options for other levels of 
Norwegian content. 
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Pollution control equipment, especially for water pollution, is an 
attractive area for licensing arrangements and continues to be of 
interest to Norwegian industry and government agencies concerned 
with improving standards of environmental quality. 


American automobiles, vans, and some other consumer goods of except- 
ional quality or appealing novelty are finding a market in Norway, 
despite duty-free competition from most of Norway's other trading 
partners. 


Promotions of American foodstuffs have augured well for U.S. exports 
to Norway of fruit, juices and nuts. A changing pattern of food 
consumption in Norway could also expand the market potential for 
convenience and specialty food preparations. Licensing arrangements 
may be the best way to exploit these markets. 


Another opportunity area is consumer services. Norway is a "mature" 
industrial economy with one of the highest per capita real income 
figures of any industrial country. Under these circumstances, demand 
for consumer services is increasing and will continue to do so. 


* U. S, GOVERNMENT PRINTING OFFICE: 1978—261-076/1 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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REPORTS 


MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively to 
identify overall foreign trade trends in manufactured goods and to 
compare your own performance in world markets with that of other 
traders. . 


MARKET SHARE REPORTS gives detailed commodity and 
country breakdowns and easy-to-reference comparative trade 
figures for the U.S. and other major suppliers. And the five-year 
spread of data on trade in nearly 900 commodities gives a precise 
picture of changing levels of import demand and shifts in the relative 
competitive positions of exporting countries. 


MARKET SHARE REPORTS for 1971-1975 are offered in two 
series— 


88 Country Reports—each covering a leading importing nation. 
$4.75 each. 

879 Commodity Reports—with data on exports from the U.S. 
and 13 other major exporting countries. $3.50 each. 


Address 


City, State 


Mail to: NATIONAL TECHNICAL 
INFORMATION SERVICE 
U.S. Dept. of Commerce 
Springfield, Virginia 22151 
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e Comprehensive 


INTERNATIONAL ECONOMIC INDICATORS, a quarterly publication of the Office of Inter- 
national Trade Analysis, Bureau of Economic Policy and Research, is a valuable reference for 
business analysts, economists, and others who wish to assess the relative competitive position of 
the United States. Attractively presented tables, charts, and text provide a clear and easily 
readable source of the latest statistical information. It may be used for an overall view of inter- 
national trends, or as a basis for more detailed analyses of the economic situation in the major 
industrial countries. 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO International Economic indicators at $12.65 domestic mailing, uke abate caaie 
$15.85 foreign. Prices were those in effect February 3, 1977. Prices of Government publications to Superintendent of 
are subject to change without advance notice. Documents) 


Send Sut intion to: Please Print C] Charge to my Deposit 


Account No. 
NAME -FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS MAIL ORDER FORM ~ 
TO: 


Superintendent of Documents 


Government Printing Office 
Washington, D.C. 20402 





